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FOREWORD 


Following discussions with representatives of 
the Canadian business community, the Prices and Incomes 
Commission called a National Conference on Price 
Stability to obtain a consensus on a program of price 
restraint. There was broad agreement that, if called 
upon to do so, business firms generally would apply 
criteria arrived at during the conference when formulating 


their pricing policies in 1970. 


The closing statement of the conference 
recognized that criteria intended to be applied to the 
prices of goods or services in the domestic market could 
not readily be applied to the pricing of goods sold 
mainly in export markets. It stated that: 

"...domestic price criteria should not 

be applied to goods sold mainly in export 

markets. The Commission will keep 

the position of export industries 

under review and if it finds that 

developments in some of these 

industries are impairing the general 

price restraint program, it will seek 

appropriate solutions to the problems." 

Approximately 95 per cent of nickel produced 
in Canada is exported. This review, therefore, does not 
apply the domestic criteria to price changes but considers 
whether price revisions for nickel in 1970 have impaired 


the general price restraint program. 


At a Federal-Provincial Conference of First 
Ministers, held in Ottawa on Feb. 16-17, 1970, the Heads 
of Government endorsed the Commission's plan. Governments 
expressed the hope that sanctions would not be required 
but agreed that if necessary they would use such means 
as are within their control to deal with cases of serious 


non-compliance with the pricing criteria. 
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PRIMARY NICKEL PRICES 
INTRODUCTION 


The International Nickel Co. of Canada Ltda. 
(Inco) announced an increase of five cents per pound 
in United States dollar prices of primary nickel for export 
on Oct. 14, 1970. The price of nickel in Canada is 
generally the United States dollar price adjusted for the 
exchange rate. For electrolytic nickel, this price was 
$1.375(Canadian) per pound during the first five months of 
1970, from June 1 to Oct. 14, it averaged $1.315 (Canadian) 


and is currently about $1.365 (Canadian) per pound. 


Since nickel prices have been a subject of 
controversy in recent years, the Commission announced 
that it would undertake this review. Because more than 
95 per cent of Canadian nickel is exported, the principal 
question to be answered is whether changes in the price 
of nickel impaired the domestic price restraint program. 
The Commission has also examined some of the background 
factors which have influenced nickel prices in recent 
years and has given some consideration to the relationship 


between nickel prices and inflation in Canada. 


Nickel producers in Canada and other non- 
Communist countries generally follow Inco's lead in 
pricing primary nickel products. The Commission has, 
therefore, also included information about the two other 
major Canadian producers, Falconbridge Nickel Mines Ltd. 


and Sherritt Gordon Mines Ltd., in this review. 
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PRODUCTION AND CONSUMPTION 


Occurrence of Nickel. Nickel is a hard white 
metal obtained by processing ores. Nickel-bearing ores 
occur in two forms. In Canada, as in other northern and 
southern parts of the world, nickel is found in sulphide 
ores often in conjunction with copper. Sulphide ores 
are amenable to Conventional concentrating and 
processing techniques and most world nickel production 
has occurred from this type of ore. The world's largest 
known deposits of nickel-bearing sulphide ore occur in the 


Sudbury basin of Ontario. 


The greatest portion of known world nickel 
reserves, however, occur in the form of lateritic ores 
found in the tropics. This ore is formed by weathering 
action which over many years decomposes rock and eventually 
concentrates its soluble mineral content. Lateritic ores 
are low-grade surface deposits in a soil-like form and 
usually do not contain copper or precious metals as do 
sulphide ores. Conventional concentrating and 
processing techniques are not applicable to lateritic 
ores and this has hindered their exploitation. 


Canada and Nickel. Nickel production and 
consumption data for Canada and the world are shown on 
Table I. Canada is the world's principal supplier of 
nickel, currently accounting for some 50 per cent of total 
world production and 65 per cent of production in non- 
Communist countries. It is, however, a minor user of 
nickel, consuming less than five per cent of domestic 
production. Major consumers of nickel are the United 


States, Europe and Japan. 
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Canadian Nickel Producers. There are seven 
nickel producers in Canada. Three of these producers 
operate integrated mine-mill-smelter-refinery complexes 
based primarily on their own ore production and also 
treat ores and some secondary material from three 


smaller producers. 


1 Consolidated Canadian Faraday Ltd. produces 


concentrate from a mine at Gordon Lake, Ont., 


which it sells to Inco. 


2's Dumbarton Mines Ltd. produces ore from a mine at Bird 
River, Man., which is concentrated at the Consolidated 


Canadian Faraday Ltd. mill and sold to Inco. 


3. Falconbridge Nickel Mines Ltd. operates eight 


mines together with milling and smelting facilities 
in the Sudbury area. Nickel-Copper matte produced 
in the smelter is shipped to Norway for processing 
in the company's refinery at Kristiansand. 
Falconbridge recently announced plans to build 

a refinery at Becancour, Que., which will begin 
eperating in 1974. 

- -ralconbridge has an annual capacity of some 

100 million pounds. ~Thé company plans to 
triple this output over the next five years 


at a capital cost of $350 million. 
Included in this expansion is the development 


by a subsidiary company of a nickel deposit in the 
Dominican Republic which will produce 64 million 
pounds annually beginning in 1972. 

McIntyre Porcupine Mines Ltd. is the largest 
Single shareholder of Falconbridge. McIntyre 
Porcupine's major shareholder is the Superior 


Oil group of Houston, Tex. 
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Giant Mascot Mines Ltd. produces concentrate 
from a mine near Hope, B.C., which it exports 


to Japan. 


The International Nickel Co. of Canada Ltd. 
currently operates 12 mines together with milling 
and smelting facilities in the Sudbury area 

and two mines with milling, smelting and 


refining facilities at Thompson, Man. 


The company has refineries at Port Colborne, 
Ont., and Clydach, Wales, and rolling mills at 
Huntingdon, W. Va., Burrough, Ky., and at 
Hereford, England. 


Inco is the world's largest nickel producer 
with current annual capacity of some 500 million 
pounds. The company is in the midst of an 
expansion program in Canada which will increase 
Capacity from 460 million pounds in 1968 to 
620 million pounds in 1973 at a capital cost of 
some $1.1 billion. 


Inco is active throughout the world and is 
examining potential new developments in Guatemala, 


New Caledonia, Australia and Indonesia. 


Inco is a widely held public company with 
most shareholders resident in the United States, 


Canada and the United Kingdom. 


Renzy Mines Ltd. produces concentrate from a 
mine near Maniwaki, Que., which it sells to 


Falconbridge. 


Sherritt Gordon Mines Ltd. operates a mine at 


Lynn Lake, Man., and a refinery at Fort 
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Saskatchewan, Alta., together with a rolling 
mill and mint. The refinery has an annual 
production capacity of 30 million pounds. 

About half this amount is produced from the 
company's own concentrate and the balance comes 
from concentrate, matte and scrap which is 
refined for others on a t6ll basis. 


While Sherritt Gordon is a small nickel pro- 
Gucer, it is a leader in nickel-processing technology. 
The refinery is a hydro-metallurgical process which 
avoids smelting and has a very high metal recovery 
rate. The process when modified is applicable 
to lateritic ores and some of the new nickel 
production expected from these ores will use 


the Sherritt process. 


The major shareholder of Sherritt Gordon 
is Newmont Mining Corp. of the United States, 
which has some 38 per cent of the stock 


outstanding. 


The nickel output of Falconbridge, Inco and 
Sherritt Gordon accounts for some 65 per cent of output 
in the non-Communist world. Société Le Nickel, a French 
firm with a current capacity of some 90 million pounds 
annually from operations in New Caledonia, is the major 


producer outside Canada. 


Consumption. The following table shows 
the uses of nickel in Canada and in non-Communist 


countries. 
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TABLE 2 


NICKEL CONSUMPTION BY END USE 


Canada Non-Communist Countries 
(1970 Est.) (1969 Est.) 

Stainless Steel 56% 39% 
High-Nickel Alloys - 16 
Nickel Plating La 14 
Constructional Alloy 

Steels 11 pe) 
Iron & Steel Castings 12 
Copper-Base Alloys 
All Other Uses 3 


Source: The International Nickel Co. of Canada Ltd. 


The main uses of stainless steel are as a 
building material, in construction of rapid-transit and 
railway cars, in the manufacture of food-handling 
equipment and in the production of chemical-fertilizer 
manufacturing and handling equipment. Most nickel 
plating is associated with the automotive industry, 
particularly for automobile bumpers. Machinery where 
resistance to heat and corrosion is essential, such as 
gas turbine engines, nuclear reactors, chemical, petroleum 
and processing equipment, is the major user of high- 
nickel alloys. Copper-base nickel alloys have numerous 
uses. The fastest growing use is in applications where 
contact with sea water is a factor, such as in shipboard- 
piping and desalination plants. Coinage is a major user 
of nickel. Industrial end uses of nickel in Canada are 


shown in Table 3. 
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TABLE 3 


END USES OF NICKEL IN CANADA 


Power 21.4% Coinage 8.3% 
Automotive Ly ee) Chemical, Petroleum 
Consumer Products be F and Petrochemical 7.4 
Pulp, Paper and Architecture 7 
Process Industries 13.2 Transportation neo 
Mining Eiasd Marine t Dspe 


Source: The International Nickel Co. of Canada, Ltd. 


Nickel Marketing. The long-term average annual 
growth rate for nickel consumption is estimated at six 
to seven per cent. While there have been periods of 
excess nickel supply, such as during the general economic 
slow-down in 1958, production has generally been pressed 
to accommodate demand. Nickel demand grew unusually 
rapidly in the early 1960s with world consumption increasing 
in excess of 15 per cent annually from 1962-66. Production 
increases, combined with producers' inventory depletion, 
accommodated this demand increase until 1966. Strikes 
in 1966 accentuated the supply-demand imbalance which 
continued through 1970. A four-month strike at Inco 
and a three-month strike at Falconbridge in 1969 
caused the most critical nickel shortage experienced 
since the Korean War. The supply position has improved 
considerably throughout 1970 and at the same time demand 
has weakened as most major western countries pursued 
deflationary economic policies. It thus appears that 
the nickel industry entered 1971 in an approximate supply- 


demand balance. 
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During periods of supply shortage major producers 
place their customers on a quota system whereby current 
nickel allocations are based on past purchases. In 
Canada the Government assumed some responsibility for 
the allocation of nickel to domestic consumers experiencing 
shortages under the quota system during the years 1966 
to 1969. Nickel was controlled under the Export and 
Import Permits Act in 1969 and producers were not allowed 
to export unless legitimate needs of Canadian consumers were 
met. Quantitative controls were removed in November, 1970, 
as the nickel market became more balanced but nickel 
remains on the export-control list. Producer-determined 
quotas remain in effect for both domestic and export 
customers but at the present time no consumers are 


experiencing serious shortages. 


A growing market and rising prices are 
combining to induce expanded nickel production. Some 
sources predict a large excess supply of nickel in the 
mid-1970s while others forecast that, at best, supply 


will keep pace with demand. 


Most industry forecasts indicate that nickel demand 
in the non-Communist world will continue to increase at a 
long-run rate of six to eight per cent annually, with a possible 
annual variation of plus or minus 15 per cent resulting in 
demand estimates ranging from 1.3 to 1.9 billion pounds in 
1975. Production forecasts range from 1.6 to 2.3 billion 
pounds in 1975, the latter assuming that all production 
currently being considered comes into being. The industry 
forecasts appear to indicate that there may be some 
excess supply in the mid-1970s but that excess demand 


conditions are likely to re-occur as the decade progresses. 
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OPERATING RESULTS OF MAJOR PRODUCERS 


Table 4 shows financial operating results of the 
three major Canadian nickel producers. Data are shown 
for the years 1960-69 together with a comparison between 
third-quarter results in 1968 and 1970. 


Both Falconbridge and Inco have experienced 
steady growth throughout the 1960s with nickel deliveries 
increasing some 50 per cent. While earnings kept pace 
with sales and asset growth in the first half of the 
decade, they did not do so after 1965. 


Falconbridge, despite a three-month strike in 
1969, attained record earnings in that year largely 
because it depleted its inventories at a time of very 
strong markets for nickel and copper. The need to 
replenish inventory, together with a sharp decline in 
copper prices in the last half of 1970, are expected 


to result in lower earnings in 1970 than in 1969. 


Inco's earnings show a marked decline in 
relation to business growth during the last five years 
with return on equity falling from 18.7 per cent in 
1965 to 12.3 per cent in 1969*. The steady rise in 
nickel prices from 77.75 cents per pound (U.S.) in 
1965 to $1.28 per pound in 1969 has been largely offset 
by higher costs, mostly due to increased capital and 
production expense associated with declining ore grades. 
Abnormally low profits in 1969 were influenced by a 
four-month strike at Inco's Sudbury operations. In the 
first nine months of 1970 Inco has experienced larger 
sales and earnings than in any past full year of operations. 


If this pace is maintained during the last quarter, 


oeeln 
*Financial data shown in Table 4 are for Inco's consolidated 
operations as published in annual reports. The Commission 
requested and obtained from Inco data relating to Canadian 
operations only and has used this data for its analysis. 
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earnings will exceed $200 million and profitability 
ratios will return to about the levels of the early 
1960s. 


Sherritt Gordon, until 1969 and 1970, has 
not enjoyed profits of the same relative size of 
Falconbridge and Inco, partly because the nature of 
the company's operations are somewhat different. 
High earnings in 1969 and 1970 are due to higher copper 
prices and the company's decision to sell nickel in 


export markets at the dealer price. 


NICKEL PRICES 


Pricing Structures. Most nickel is sold at 
a producer price which is typically the prevailing 
mco price. Inco prices are f.o.b. refinery and the 
Port Colborne price is the most important. Falconbridge, 
for North American sales, returns refined nickel from 
Norway to warehouses at Thorold, Ont., and sells at 
the Port Colborne price. Sherritt Gordon has a warehouse 
at Niagara Falls, Ont., from which it also sells at 
the Port Colborne price. Société Le Nickel prices are 
essentially the Port Colborne price less cost, insurance 


and freight at a French port. 


Nickel is generally priced in United States 
dollars, primarily because the United States is the 
largest single market and it is a convenient currency 
to use in world trade. Nickel is sold in various forms 
but all producer prices tend to be related to the price 


for electrolytic grade. 


~lIsS 


Oet tat an 

Br rng e7ttades. ; } . 
te epee ot9 eeungud! arn ul 5 ane: s 
Sarr Shear Jaques ach sreakoigss Pande ae : 
wes wenivae’ oS "ed elie ore! baw Raed 1. bi bites pet J 
t ‘otein Loe oF rece see oe” geumaeeo els hog, eed | 
ooh ag si acs ad ed watentcei tangKe 


darted igen 7 


7 
a iice #f Tethee fee “ lepgagoesse goin 
Linesntcy ‘ttt “yiliestiqng! at dukiiv wadeg tse iig 
aa vevadts? 4a ee ea trd oent festa omer o 
—ebeedael 6 eeu eee Geen ‘ectt. er Sit innate ted yee? - 
faiack Ranttes Bevite .sefho’ Gesdretol, disc “ted | 
eiigqg2 Gre 4 «ite yay sai Jn neguruweasr. 32> estar : 2 
wap emt folced. 2¢aee@s .embie: aaredied 725 ans 
elise cals 3d cis tints ttl tee kt mt Ai CSRS BS 
laq dear a Bthapok She] Gres bs 226%: <a 
vomit ase eael Godse otention 2500) wae ye icnsene 
(eg Wars SeypeApiess Sah 
peters S22440° i Dledtog: Atetansp er faa AAs 
® 


4) «: e37a98 Dbalhins oa saseqed ytbvamh+4 opel 

wi atin =e i. ak bats seen a/trmus Sespuad 
aiuad wir tev. at Sbeeyet dadole sees SSW fd, ane og, 
Jiag ade co Sa hes ol aut ied Geplon setae oho oye) 
. ~ Sonne Sit qluinionde Liv. 


Dy! a cs - 7 7 +f >) 


a 


-14 


There is also a 'premium' or 'dealer' price 
for nickel which tends to reflect the marginal price 
consumers are willing to pay. When consumers' requirements 
are being met at the producer price, the premium price 
tends to fall to this level. When nickel is in short 
supply, however, the premium price may be bid far above 
the producer price. During the nickel shortage of 1969, 
for instance, the premium price rose as high as $7.50 
(U.S.) per pound while the producer price was $1.03 
(U.S.) until November, 1969, when it rose to $1.28 (U.S.). 


Nickel exported by Russia, some nickel from 
Greece and Japan, nickel sold by the Finnish producer 
Outukumpu Oy, and nickel exported from Canada by 
Sherritt Gordon is sold at the premium price. Some of 
this nickel is handled by metals dealers who also obtain 
nickel from consumers depleting inventory and from 
nickel made from scrap, sludge and tailings in sufficient 
quantity to maintain a small dealer market with bid 


prices. 


During the nickel shortages of the last 
several years, Inco has purchased Russian nickel at 
prices averaging 30-50 per cent over its own prices 
and has resold the nickel at cost. It is estimated 
that just over 25 per cent of all nickel purchases 
in 1970 were at a premium price compared to less than 


10 per cent in 1965. 


Prices for nickel-bearing scrap also fluctuate 
widely and are a reflection of the supply position of 
nickel. The equivalent price for contained nickel in 
stainless steel scrap in the United States rose to $1.96 


(U.S.) per pound during the 1969 shortage. 


tS 


a Syriten Wout 


at LER SEO it Fano 


‘> RREDa0Na LaAao ry 


‘pyatbsnics nme 4 oh 


aa bra ect Yom, 22 


sit ‘jokmunke Boas oe 


es a Ait 25 Secor 5s Be ip set eae 4 cto ‘i2 ; ” 
o.28 Baw oo RSTAR bare te ek, | (<a) rife eritarscr eh nae 
(cities pews ach Raney ee ‘\ <p iereMny LEV clay att): ; 
gat JS hak 
wien smor «fieeu Ta hos rags, Lette . 
ina Ae Shue ta: gid biwe: ie: Aika wEaee Sap Solas eb 
sbens wey Sayre fas faqoa.! “hats xO tae. 4G 
nssreye oy CS te tines ho ate an Bil gate eotoed: Bester 
hin-eselaek -atr Ae va ‘be LBratt sh fos foie ‘sida a 7 
i eee iF soda : List tees waMmniDe. 1084 fasuber ~ 
. tare ‘anthiist bom. soba vena msc abbos Petosr i 
eres Wiha, 24 saad fdne » naedetea uve taBup 
| | | ’ oe <4 
tug t “od oO Sear eaieute LOa ee AD. 4160 i 
bn Laicic (@¢beent beeaiiag ene Gont (eisex isseves 
S42 yi 2a. eee ten Od Geo anlvetevs. 623 at £4 
afgwsreo 24 Pf jgon 35. betwiis ‘eA! oe a wed Wwe 
sien ero dgiee LLG 40 Jago 399 Fe) gave fact rid 
= ;/ bros Giga ite ce ee ty Bi eye tert hn 
fae! m.- hes 23 ey OL: . 
spteil}) cele aera ta bveedhissorn TOT MGC L979 cg). 


fein (iA QGoni2tneo 


JD ieee Yinges. ees i> colsne lt? oy. 2 ese. Taa ees 
i egtsua, taelavicpe SMT io Jan 
mi ecg ick. QBs Re: tedad enosaisds 
30). aid. Sniteb Beamg den (8.0) 


eeeL5 


Price Trends. Table 5 shows prices for two 
basic nickel products over the last 15 years in United 
States funds and equivalent Canadian currency. The 
price in Canada is generally the United States dollar 


price adjusted for exchange variations. 


Korean War requirements and United States 
stockpiling created a strong demand for nickel in the 
early 1950s and the producer price for refined nickel 
rose some 30 per cent between 1951 and 1956. Supply 
and demand conditions were in approximate balance 
between 1956 and 1960 and the price remained stable. 
In 1961 there was a 10-per-cent increase and in 1962 
the relationship between the Canadian and U.S. price 
changed due to the devaluation of the Canadian dollar. 
Prices remained stable from 1962 to 1966 although 
demand was increasing. Substantial price increases 
occurred during 1966-70, averaging 11.3 per cent 
annually. These price increases occurred in a period 
of rapidly rising demand and rapidly rising production 


costs. 


Price Changes in 1969 and 1970. Inco's 
pricing policy appears to be influenced by both 


production costs and market conditions. The record 
suggests, for example, that the producer price has at 
times been lower than market demand conditions would 
have supported. In other words it would seem that the 
company has, up to some point, been willing to forego 
short-term profits in the interest of longer-term 


profit stability. 
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The settlement of the four-month strike at 
its Sudbury operations in November, 1969, left Inco 
facing increased costs and a market which was extremely 
short of nickel. Inco increased prices of primary nickel 
in November, 1969, by 25 cents (U.S.) per pound, resulting 
in prices which the company expected would help restore 
a supply-and-demand balance in the market and improve 
its earnings position, which had been deteriorating 
for several years. Price increases in 1966, 1967 and 
1968 were more than offset by rising costs. The tight 
market conditions prevailing in 1969 afforded the 
company an opportunity to increase prices by an amount 
that would substantially more than offset increased 
labor costs resulting from the 1969 wage settlement. 

It is estimated that the 25-cent-per-pound price 
increase will generate approximately 80 million dollars 
in profit annually after tax. Inco's current labor 
contract provides workers with wage increases of nine 
to 10 per cent annually and according to the company 
adds over 30 million dollars annually to wage costs. 

It is evident, therefore, that the price increases in 
1969 and 1970 were not induced primarily by the wage 


increases. 


At the time of the 1969 price change the 
rate of exchange was 92.5 cents U.S. to the Canadian 
dollar. The Canadian dollar was freed on June 1, 1970, 
and significantly appreciated in relation to the United 
States dollar. This development had the effect of 
reducing the company's Canadian dollar revenues below 
the levels which would have been realized at the previous 
exchange rate. In the Canadian market, the freeing of 


the dollar had the effect of reducing the cost of nickel 
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to consumers because producers followed the practice 
of charging the Canadian dollar equivalent of the 
United States dollar price. 


On Oct. 14, 1970,.the United. States dollar 
price was increased five cents per pound to $1.33. 
The effects of the five-cent-per-pound increase in 
the U.S. dollar price brought the cost to Canadian 
users back to almost the level of the Canadian posted 


price. 


Two reasons are cited for the price adjustments 
in 1970. First, producers cite the exchange loss which 
has occurred since the advent of the flexible exchange 
rate and second, they say there was evidence that 
customers were beginning to hedge against a price change 
and that the change was necessary to maintain a 


balanced market. 


Table 6 shows the reduction in Canadian dollar 
revenue experienced by producers per pound of nickel 


sold since freeing of the exchange rate. 


TABLE 6 


REVENUE PER POUND OF NICKEL SOLD - 1970 


Canadian $* UP ae 
Jan. - May 1.380 Lazv 
June NBR pe Leto 
July be aed éae 
Aug. 1.307 1.28 
Sept. 1.300 2 Wy ge 


*Based on average monthly noon 
spot rates 
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As the Canadian dollar appreciated, the revenue 
of nickel producers declined by some eight cents per 
pound (Canadian) although the price in U.S. currency 
remained constant. As domestic customers are charged 
the posted Canadian price and then rebated the differential 
caused by exchange variations, the average cost of 
Hicks! in Canada from June 1, 1970, to Oct. 14, 1970, 
is estimated to have been $1.315 (Canadian) per pound, 


although the posted price was $1.38 (Canadian) per pound. 


The expenses and capital outlays of Canadian 
producers are mainly in Canadian currency while sales 
revenue is predominantly in U.S. currency as 95 per 
cent of nickel sales are in export markets. It is 
estimated that in 1970, average monthly nickel exports 
will be 48.5 million pounds. Based on data in Table 6, 
the reduction in Canadian dollar revenue experienced by 
domestic producers from June through mid-October 


amounted to approximately $15.2 million. 


Nickel consumers were aware that Canadian 
nickel producers were being adversely affected by changes 
in the Canadian dollar exchange rate. They were, therefore, 
in a position to speculate that price adjustments would 
occur and to increase purchases before such adjustments 
were made. As producers have control over nickel 
deliveries and are well acquainted with most consumer's 
needs they could likely control such a situation. It 
would, however, have worsened allocation problems and 
it is understandable that producers wished to avoid this 
Situation. On balance, though, it would seem that 
the financial losses resulting from the floating 
exchange rate were a much stronger inducement to price 


revisions than were possible speculative problems. 
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Impact on Domestic Price Restraint Program. 


The direct impact of the 1970 nickel price changes on 
domestic manufacturing costs and selling prices will be 
relatively minor. The average cost to Canadian customers 
for electrolytic nickel during the first five months of 
1970 was about $1.375 (Canadian) per pound; from June 1 
to Oct. 14 the price averaged $1.315 (Canadian) per 
pound and it is currently $1.365 (Canadian) per pound. 


Nickel consumption in Canada is currently some 
2.3 million pounds monthly. Canadian consumers 
experienced a cost saving averaging $138,000 monthly 
due to changes in the exchange rate between July 1, 1970, 
gnawOct., 144.1970. The effect of the Oct. 14, 1970, 
price change is to reduce this saving by some $104,000 
monthly. A price change of this magnitude has limited 


effects. 


Because nickel is used as the major component 
of very few items, the effects of a five-cent-per-pound 
price increase are negligible. Cost increases on a 
representative group of items range from a low of about 
1/400°h 
to a high of 1.2 per cent on the selling price for heating 


of one per cent on the selling price of freezers 


element strip. The largest single use of nickel is in 
the alloying of stainless steel. However, unlike 

steel, copper and aluminum, nickel is used only in very 
small quantities to impart special qualities to a product 


and is not a major cost component. 


CONCLUSION 


The price of nickel was increased by 25 cents 


per pound in November, 1969, prior to the start 


4s a asghi ia 
esas eed pAaLeeriete as 03. 6 ey 
( p#tnon ‘aeba 


ym 


‘TiO 


= 


‘. i oe Ne ou yar i : 
| " Pika er 


Gr or - 263 pie al eri 3) ce 
Yt : 
iat ee = ibaa) eget =a pre ata va Pal ot 7 
“g 60) (ere 23¢ . if phatase gt be ons, 


‘a 


ie ye 


aoovtinn 2. Cima tH: “pial Scgmuseccehs fesieatsn . 


4 HR NSEA,, ipibiodtes . <¢ietbeger aTANEONy: aren £5 


a te Mc anites 2800 @ beccs item 


LTD eeged ESS SEE IaES ans Ag BRUCE, Oe, end. 


Se) $2 -gOOeee Dio #Oskte ot? OSE Wid >a ons 


ni, POON Gans era via eid aubsu. at es sepa werkn HOLE, 


rivt) See igen 2h) 2° @paads Sari A .pigaom 


“(> Sage Se 


a> tebogt! ed Oe) bedi aa Lash siete y0 


a) 


{+1 S0-3 1a]? ova? a) 36! eiostte, ans ume wat yo oy io 
PulG 22 unsccanl sg0m rodieth ot linn gif wena atta 


ys Re Wel © fiertl Spbst amegt © a ii etna vv Ld ees 


vt te vbdaq, peter) es. pe nee ed sho 40 "OOb I 
{Ook Sossa patbies 5°?) Songo se eens fol an rips @ wo 
at Deieen An ees ature coud ont iqi12 JES fr: 
4 D685 ope! Hieite 26 ent ante a 
1b SiG ina sf) osu rn mycatirind s ith 19g kee 
h a? Poctieeep bases Sct aed OY aatsianaup hes 
 « Meumagrente #acd Soham 45 Joi. es. Oye 


gOiiLiAu  2evewvotll 


“i 


goaaae.@t v4 Bepsstani 25W Last 36 onese out 


2 


iwige Ste oF mo lag @aee Cae = hired 166 ; 


\ ~~ 


» a> er 
: = _ 
in » — 


cooddl 


of the price restraint program agreed to in February, 1970, 
at the National Conference on Price Stability. Though this 
price increase occurred before the start of the restraint 
program, it is an essential part of the background to this 
review of the five-cent-per-pound price increase made in 
October, 1970. 


Increases in nickel prices did not by themselves 
increase domestic manufacturing costs and selling prices 
sufficiently to jeopardize directly the domestic price 
restraint program. Nickel price increases of the last 
two years do, however, provide a good illustration of the 
dilemma which price developments in export industries can 
pose for any program aimed at restraining domestic cost and 


price increases in a country like Canada. 


Because of the strength of demand for nickel on 
the export market, Inco was able to follow pricing 
policies which resulted in a substantially greater increase 
in its revenues than in its costs in 1970. Firms primarily 
serving the domestic market, on the other hand, were 
required to ensure that price increases were clearly less 
than the amount needed to cover their increases in costs 
in 1970. Wage and salary earners as well as professional 
and other groups in Canada were also being urged to exercise 


restraint in their claims to income increases. 


The difficulty of gaining public acceptance for 
a program of domestic price and income restraint is bound 
to be increased by the exemption of any important segment 
of the community from the need to conform with its require- 


ments. On the other hand, it is difficult to see how the 
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national interest would be served by requiring export 
firms to forego potential revenue by charging lower 
prices to their customers in other countries than they 
would charge on the basis of normal commercial 


considerations. 


Exports of Canadian merchandise are equal to 
19 per cent of gross national product. It has always 
been Canadian policy to encourage the expansion of export 
trade and to welcome greater revenues resulting from 


profitable sales abroad. 


Questions of equity are bound to arise, however, 
in cases where substantial price and profit increases 
occur in export industries at a time when others in 
the community, including the employees of these same 
export industries, are subject to domestic price and 


income restraints. 


Since few export firms were able to realize 
profit increases in 1970 comparable to those of Inco, 
the pressure on the domestic price and income restraint 
program from this source was much less intense than 
might have been the case. But for a country like 
Canada, any program of domestic cost and price restraint 
is bound to be vulnerable unless some practical way 
can be found through which export firms can make their 


contribution to the success of the program as a whole. 
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